Tracking changes in consumers’ spending habits

Sie:ce the mid-1930s, the U.S.
onomy has been affected by wars,
depressons, booms, technol ogy advances,
changesinthelabor force, and changesin
population demographics. Thesefactors,
aswell aschangesin consumer tastesand
preferences, influence spending. For the
last 60 years, the Consumer Expenditure
Survey?! has tracked changes in con-
sumption patternsof American consumer
units.2 Datain theaccompanying tableand
chart compare consumer expenditure
shares among selected time periods for
major itemssuch asfood, housing, apparel
and services, transportation, health care,
and entertainment. In addition, thetable
shows expenditure shares for items that
account for a smaller share of total
consumption, including personal care,

tobacco, a cohol, education, reading, and
other items. To ensure comparability over
time, thedataarefor current consumption,
an approach that excludes spending on
gifts, personal insurance, pensions, and
contributions such as child support or
political donations. To provide more
reliableestimates, 2 yearsof dataare used
for each time period.

Food. 1n1935-36, food accounted for
more than one-third of total spending,
makingit thelargest component of con-
sumption. The share of spending onfood
has consistently dropped; by 1996-97,
it wasdightly morethan 16 percent, less
than half of the 1935-36 value. Thefood
category includes both food at homeand
food away from home.

Housing. By 1960-61, housing hadre-
placed food as the largest portion of to-
tal spending. Unlike the decreasing
sharesallocated to food, housing shares
have fluctuated: 196061 represented
the low of just under 30 percent of total
consumer spending, and 1996-97 rep-
resented the high of more than 37 per-
cent. In addition to rent and mortgage
interest, the housing component alsoin-
cludes spending on such items as prop-
erty taxes, maintenance and repairs, utili-
ties, and furnishings.

Apparel and services. Thiscomponent
includes clothing items, footwear, jew-
elry, and laundry services. Spending al-
located to apparel and services has
steadily decreased over time, account-
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ing for about $1 of every $10 spent in
1935-36, and dropping to only $1 of
every $20 spent in 1996-97.

Transportation. Spending shares for
transportation increased from 9.3 per-
cent in 1935-36 to approximately 22
percent in 1996-97. Thiscomponent in-
cludes vehicle and gasoline purchases,
finance charges, maintenance, registra-
tion fees, and public transportation. The
total share allocated to transportation
was nearly identical in 1972—73 and
199697, about 22 percent. However,
offsetting shifts within this component
occurred, with less being allocated to
gasoline and moreto vehicle purchases.

Healthcare. Thiscomponent encom-

passes health insurance, medical ser-
vices, prescription drugs, and medical
supplies. It accounted for 4.4 percent of
total current consumption in 1935-36,
6.7 percent in 1960-61, and 5.7 percent
in 1996-97.

Entertainment. The share of spending
alocated to entertainment has consis-
tently increased, accounting for only 3

percent of total spendingin 1935-36 and
rising to nearly double that in 1996-97.
Admissions, fees, video and audio equip-
ment, pets, and recreational vehiclesare
some of theitemsincluded in the enter-
tainment component.

Other items.  Among those components
accounting for asmall share of total cur-
rent consumption, the share spent on per-
sona care goods and services increased
from 2 percent of total spendingin 1935—
36 to dmost 3 percent by 196061, and
then dropped to 1.4 percent in 1996-97.
Thesharealocated to education rosefrom
1 percent in 1935-36 to 1.4 percent in
1996-97. Tobacco, acohol, and reading
assharesof current consumption havede-
creased over time. Thetobacco sharede-
creased from 1.9 percent in 1935-36 to
0.9 percent in 1996-97; acohol from 1.5
percent in 1960-61 to 1.0 percent in
1996-97; and reading from 1.1 percent
in 1935-36 to 0.5 percent in 1996-97.
Clearly, consumption patternsof U.S.
consumers have changed over the last
60years.. AstheNation’seconomy con-
tinuesto undergo changes, the spending
habits of American consumer unitslikely

will continue to be affected, and the
Consumer Expenditure Survey will be
used to track the changes.

Notes

1 The Consumer Expenditure Survey, conducted
by the Bureau of Labor Statistics, collects data
related to family expenditures for goods and ser-
vices used in day-to-day living. It hastwo compo-
nents: an Interview survey which provides infor-
mation onrelatively large or recurring expenditures;
and a Diary survey which offers detailed expendi-
tureinformation on small, frequently purchased
items. Additional information on the Con-
sumer Expenditure Survey is on the Internet at
http://stats.bls.gov/csxhome.htm.

2 A consumer unit comprises one of the fol-
lowing:

all members of a particular household who
arerelated by blood, marriage, adoption, or
other legal arrangements;

aperson living alone or sharing ahousehold
with others or living as a roomer in a pri-
vate home or lodging house or in perma-
nent living quarters in a hotel or motel, but
who is financially independent ; or

two or more persons living together who
pool their income to make joint expenditure
decisions.

Financial independence is determined by the
three major expense categories: housing, food,
and other living expenses. To be considered fi-
nancially independent, at least two of the three
major expense categories have to be provided
by the respondent.

Average current consumption and shares of current consumption by selected time periods, 1935-36 to 1996-97

Average current consumption Shares of average current consumption (in percent)
Component

1935--36 1960-61 1972-73 1996-97 1935-36 1960-61 1972-73 1996-97
Current consumption ............... $1,273 $5,056 $7,920 $28,935 100.0 100.0 100.0 100.0
FOOd ..o 428 1,236 1,679 4,681 33.6 24.4 21.2 16.2
Housing ......cccccceveueee 411 1,468 2,488 10,741 32.3 29.0 314 37.1
Apparel and services .. 133 519 647 1,518 10.4 10.3 8.2 5.2
Transportation ......... 118 769 1,745 6,306 9.3 15.2 22.0 21.8
Health care ...... 56 340 429 1,638 4.4 6.7 54 5.7
Entertainment ............cccoeeeiiee 42 200 373 1,709 33 4.0 4.7 5.9
Personal care ..........ccocecveiniennnn, 26 145 101 418 2.0 2.9 13 14
Tobacco ............... 24 91 128 259 1.9 1.8 1.6 9
Alcoholic beverages . - 78 82 292 - 15 1.0 1.0
Education ........... 13 54 109 406 1.0 11 1.4 1.4
Reading ....... 14 45 48 159 11 9 .6 5
Otheritems ........ccocoviviiiiiicnns 8 111 91 808 .6 2.2 11 2.8

NOTE: Dash indicates data not available.
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